UNITED STATES GENERAL ACCOUNTING OFFICE
WASHINGTON, D.C. 20548

HNTERNATIONAL DIVISON

T

Dear Mr. Carlocks

¥e recently roviemsd disburging and related sotivities at the
Depertzent of Stste's Ergicnal Pinsnge end Data Procegaing Center at
Paris, Fremce. %o noted during the roview that, althoush tbhe USDO at
the Center kas tmd recurring romirements for BEritich Pomnds Sterling,
he ap 2ot been following hig mormal prastise of pwrshoging the Pounds
in Eerope. Instesd, Trescury bkog been providing the Pounds nsedsd by
both the U0 end the U.S. Mlitary in Earope.

We undergtsnd that this prestice mus eotablighed besauge at ane time
veated 4o avoid beving Foundp purchased in Riurope when Pounds

had slready been ecemired in ¢hs U.8. During ihe resent past, however,
sufficient Povnds have not besn can-hand in <he U.B., 8o thet Treasury
has been filling the Exrepoan remircnents by purchseing Poundg cogting
about 820 millicn s momth from cmmeroial banks in Hew York City for
deposit to dlsbareing offizer chasking asoounts in Loadoen. Ve wvere
inforued by Treasury offisials that cuch purchases would protably con-
m.wbmmmemmtsofmmmhm
quantitics of Pounds in the U.S8.

We have previonsly informed officials of Treasury's Bureau of
Aooowits that we wore inguiring iuto this matter bsoause of the pos-
gibility tiet a reversicn to ths purchase of Pounds in Europe could
result in savings, and we nnderstend that the Bureau has sinse initiated
& study of the rute differentials between the lLondon and New York markets.
Our purpcoe st this time is to apprise you of our findings in this ares.

Ve obtained information from two American banks in london on thedr
#lling retes for Pounds on the szne days that #ix recent Treamny
puchases had besc accompliched in Hew York City. Une of the banks
fumiched only its cloging rate on eash of the days, while the gscond
benk furnished both its best rate and its worst rate between 2 p.m. and
S p.&. of sash day——-e period corresponiing to the morning market period
in ey York.

Ve found that the second bank's rates consistently offered
opportunitiss for purchaging the Pounds at a redueced dollar cost.
If the Pounds purchased by Treagury in New York bad bsen purchased
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from this [omden bank at its bect ratss, sevings cculd have besa resliged
om ezab of ths @ix perchepss. Moreover, if thse Pounds ked beun pmrchased
from the Lenton bank at cnly pvsrzge rates, 1.0., at metep emidigtant
from the boot ad worst rates, cavings ccald gtill have bosa reslieed.
Brea the worst rates quoted by the london Bank wero elither close to or
better tion the rates paid by Treasury in thrce of ths gix eases.

T30 following efhotule containg the dsteils mmpporting the above
statanentas ' |
Satos available
Pounds Purchased at ¢n Amsvican
Fros Bay York Bexks Bank in London Lorion Saviess
Gost

Date Millioms Hste  Begt  lNorst  Aversge Best Averugs

12-17-71 $ 5.0 $2.52950 $2.52700 $2.52920 $2.52810 8 5,140 § 2,965
12-22-71 ] 2.55350 2.55250 2.55h00 2.553S 222 -
1’ 3'72 9.6 Z.SSW 2-5% 2-%310 2-55255 3’763 1,690
1=14-T2 8.2 2.§7600 2.56490 2.57h00 2.56%45 35,33 20,853
12372 &9 2.59130 2.5%0%0 2.59160 2.59125 1,31 -
2‘ 3‘72 1-% 2.@” 2-“310 ZOW 2.% - .

We recopiise that the savings showmm sbove reprezent a smll frection
af the total cogt irmesurred for the six purchases. UWe have peverthsless
been impressed with the apparent coagictemey of the more fmzvorubls rates
or Pounds in Londom, and ve belisve that the potentinl eavings on all
Pound parchsgos malte it worth siils to coneider a change in Treasury's

"

The remlts of our test indicate to us that Tressury should
anthorige the purchase of Founds in Birops by those officiale ubo
have requiremsnis for Pounds emet that, at any future tims when lzrge
quantitiss of Founds kave agtusily eccemmlated in the U.S8., Treasnry
revart to the currant prectice wntil the scommlated

!

e ®ill appraciats receiving your views on this sudject, incleding
the remilts of the gtudy mads by Troasary's Baresn of Ascounis ss well

as aplaneiions of any nomoneiary eongiderstions that might be
invalved.
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Copiss of thiz repert are being sant today to thoe Sgbeomaitice on

Foralgn Opezations and Goverrment Information, House Comsittes an
CGovorument Oporaticze, the Gffiss of iamagement and Budset, and ths
Apsigtant Sssretary for Adminigtyation, Depariment of Stats.

The Eomorzble John X. Carlock
Fiscal Aegiotant Sesretary
Departamnt of the Tresgury
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